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thereto  and  also  as  a  ready  reference  to  the  supporting  comments. 
The  full  reply  of  the  Department  of  Labor  and  Industry  is  included 
in   the  back  of  this   report. 
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INTRODUCTION 

We  performed  a  financial   compliance  audit  of  the  Commissioner's 
Office    and     the     Employment    and     Training,     Human     Rights,     Labor 
Standards,    and    Personnel    Appeals   Divisions  of  the  Montana   Depart- 
ment of   Labor  and    Industry,    for  the  two  fiscal   years  ended   June  30, 
1982. 

The  objectives  of  our  audit  included:  1)  expressing  an 
opinion  on  the  financial  statements  for  the  two  fiscal  years  ended 
June  30,  1982;  2)  determining  compliance  with  applicable  state  and 
federal  laws  and  regulations;  and  3)  providing  recommendations  for 
improving  management  and   internal   controls   in  the   related  divisions. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report.  If 
we  determined  that  significant  costs  are  associated  with  implementa- 
tion of  a  recommendation,  we  disclosed  the  cost  in  each  report 
section . 

We    thank    the    Commissioner,     administrators,     and    the    depart- 
ment    staff     for     their    assistance    and     cooperation     throughout    the 
audit. 
DEPARTMENT    BACKGROUND   AND   ORGANIZATION 

The  Constitution  of  the  State  of  Montana  mandates  the  Legisla- 
ture to  provide  for  a  Department  of  Labor  and  Industry.  The 
department  is  headed  by  a  Commissioner  who  is  appointed  by  the 
Governor  and   confirmed  by  the  Senate. 

We  audited  the  following  four  divisions  for  the  two  fiscal 
years  ended   June  30,    1982: 


1.  Labor  Standards  Division  -  This  division  includes  the 
Apprenticeship  Bureau  which  initiates,  administers,  and 
monitors  all  registered  apprenticeship  programs.  The 
bureau  serves  as  the  state  approval  agency  for  on-the- 
job    training    and    apprenticeship    programs    for    veterans. 

The  division  also  includes  the  Labor  Standards  Bureau 
which  administers  and  enforces  the  state's  laws  on  wages, 
hours,  working  conditions,  child  labor,  contractors' 
bonds,  maternity  leave,  nurses  collective  bargaining, 
and  private  employment  agency  licensure.  The  Women's 
Bureau  was  also  within  this  division  but  was  eliminated 
at  June  30,  1981.  This  bureau  provided  public  education 
and  technical  assistance  on  women's  employment  and 
employment-related   programs   in   Montana. 

2.  Personnel  Appeals  Division  -  The  Board  of  Personnel 
Appeals,  through  the  Personnel  Appeals  Division,  admin- 
isters Montana's  Collective  Bargaining  Act  for  Public 
Employees,  handles  classification  appeals  for  state  govern- 
ment employees,  and  hears  employee  grievances  for  em- 
ployees in  the  departments  of  Highways  and  Fish,  Wildlife 
and  Parks.  The  Board  is  provided  for  in  2-15-1705, 
MCA,  and  is  attached  to  the  Department  of  Labor  and 
Industry  for  administrative  purposes  only. 

3.  Human  Rights  Division  -  The  Human  Rights  Commission, 
through  the  Human  Rights  Division,  is  charged  with 
eliminating  discriminatory  practices  in  employment.  The 
Commission  is  provided  for  in  2-15-1706,  MCA,  and  is 
attached  to  the  Department  of  Labor  and  Industry  for 
administrative  purposes  only. 

4.  Employment  and  Training  Division  -  This  division  admin- 
isters the  Comprehensive  Employment  and  Training  Act 
(CETA)  program  and  the  State  Occupational  Information 
Coordinating   Committee  (SOICC)  grant. 


The  above  divisions  are  headquartered  in  Helena  and  employed 
approximately  66  individuals  at  June  30,  1982.  This  included  the 
Commissioner's  Office  and  the  Centralized  Services  function.  Cen- 
tralized Services  provides  accounting,  clerical,  and  other  support 
services  to  the  Labor  Standards,  Personnel  Appeals,  Human  Rights, 
and   Employment  and  Training   Divisions. 

Expenditures  incurred  by  the  above  divisions  and  office  for 
fiscal    years    1980-81    and   1981-82  were  $20,969,309  and  $13,848,056, 


respectively.  Total  revenues  collected  during  the  two  fiscal  years 
were  $19,452,797  and  $11,809,382.  The  significant  difference 
between  years  is  as  a  result  of  decreased  federal  CETA  funding. 
The  department  was  reorganized  at  the  beginning  of  fiscal 
year  1981-82  and  again  in  July  1982.  The  Employment  Security 
Division  was  abolished  and  replaced  by  the  Centralized  Services, 
Unemployment  Insurance,  and  Job  Service  Divisions.  The  Employ- 
ment and  Training  Division  merged  with  and  became  the  Job  Service 
Division.  The  department  currently  consists  of  the  Commissioner's 
Office  and   the  following   divisions: 

1.  Centralized  Services; 

2.  Human    Rights; 

3.  Job  Service; 

4.  Labor  Standards; 

5.  Personnel    Appeals; 

6.  Unemployment    Insurance;    and 

7.  Workers'   Compensation. 
FISCAL   YEAR    ACCOUNTING 

The  department  has  historically  accounted  for  its  federal 
funding  on  a  federal  fiscal  year,  rather  than  on  the  state  fiscal 
year.  The  federal  fiscal  year  begins  October  1,  and  ends  Septem- 
ber 30.  Because  of  this,  the  accounting  records  do  not  adequately 
disclose  financial  activity  in  accordance  with  generally  accepted 
accounting   principles  on  a  state  fiscal   year. 

The    accompanying    financial    statements    are    presented    on    the 
state  fiscal   year.      As   a   result  of  not   properly   reporting   its   financial 
activity    on    the    state   fiscal    year,    we   noted   the   following    problems 
in     the    department's    accounting    records    and    financial    statements. 
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Revenue   Recognition 

The  department's  accounting  records  reflect  fund  balances  in 
federal  accounting  entities  at  June  30,  1980,  1981,  and  1982  in  the 
Special  Revenue  Fund.  Fund  balances  should  not  exist  in  these 
entities  at  the  end  of  the  state  fiscal   year. 

Some  federal  moneys  of  the  department  are  received  on  a  cost 
reimbursement  basis  while  the  majority  are  received  in  advance  of 
the  anticipated  expenditures.  The  department  records  revenue  on 
the  Statewide  Budgeting  and  Accounting  System  (SBAS)  when  the 
funds  are  received  from  the  federal  government.  This  procedure 
does  not  allow  the  matching  of  revenue  with  related  expenditures 
or  recognize  revenue  when  earned,  as  required  by  generally 
accepted  accounting  principles,  until  the  federal  grants  are  closed 
at  September  30. 

State  policy  and  generally  accepted  accounting  principles 
require  that  revenue  be  recorded  on  the  state's  accounting  system 
when  expenditures  have  been  made  but  reimbursement  has  not 
been  received  by  state  fiscal  year-end.  Revenue  should  be  deferred 
to  the  next  fiscal  year  for  advances  of  federal  funds  not  earned  at 
fiscal   year-end. 

The  divisions  included  in  this  audit  receive  a  majority  of  their 
federal  funds  from  CETA.  Manual  records  for  this  money  are 
maintained  and   reported  on  a  federal  fiscal   y.ear  basis. 

The  department  does  not  attempt  to  report  revenue  and 
expenditures  on  SBAS  in  accordance  with  state  accounting  policy 
cutoff  procedures.  The  department  had  unearned  revenue  at  the 
beginning    and    end    of   each    state    fiscal    year    1980-81    and    1981-82. 


This  unearned  revenue  represented  revenue  that  should  have  been 
recorded  in  the  ensuing  fiscal  year.  We  found  revenue  understate- 
ments of  $688,586  and  $685,556  in  fiscal  years  1980-81  and  1981-82, 
respectively,  in  the  Special  Revenue  Fund.  Deferred  revenue  is 
also  understated  by  $208,058  at  June  30,  1982  in  the  same  fund. 
Prior  year  revenue  adjustment  is  overstated  by  $1,582,200  in  fiscal 
year  1980-81. 

All  agencies'  records  maintained  on  SBAS  will  be  combined 
into  one  set  of  statewide  financial  statements  effective  July  1 , 
1983.  Therefore,  it  is  important  that  all  agencies  properly  report 
all   financial   activity  on  the  state's  fiscal   year. 

We  confirmed  approximately  96  percent  of  CETA  funds  with 
the  federal  department  providing  the  moneys.  The  amount  confirmed 
as  sent  to  the  department  during  our  two-year  audit  period  was 
$557,146  less  than  what  the  department  reported  on  its  accounting 
records  for  the  same  period.  Through  a  review  of  department 
records  our  office  and  the  department  attempted  to  reconcile  this 
difference;  however,  because  the  department's  records  are  reported 
on     a    federal     fiscal    year    the    difference    could    not    be    reconciled. 

CETA  funds  are  disbursed  by  the  department  to  state  and 
local  subgrantees.  These  disbursements  are  expenditures  of  the 
department.  If  subgrantees  do  not  spend  all  of  these  funds  they 
are  refunded  to  the  department.  Certain  refund  transactions  are 
not  accounted  for  and  recorded  in  the  proper  state  fiscal  year  by 
the  department.  Refunds  totaled  approximately  $1,597,400  and 
$520,000    in    federal    fiscal    years    1980-81    and    1981-82,    respectively. 


As   a    result   of   these   cutoff   and    recording    problems,    we  were 
unable  to  determine  the  total   misstatement  of  revenue,    expenditures, 
assets,    and    liabilities   in   the  Special    Revenue   Fund. 

The  department  should  close  its  accounting  records  at  the 
state  fiscal  year-end  to  properly  report  its  financial  activity  on  the 
state  fiscal  year.  It  also  must  maintain  records  on  the  federal 
fiscal  year  as  required  by  the  federal  government.  Additional 
costs  may  be  incurred  by  the  department  to  close  its  accounts 
twice  during  each  year  and  provide  accurate  information  for  both 
state  financial   reporting  and  federal   requirements. 

RECOMMENDATION   #1 

WE    RECOMMEND   THE    DEPARTMENT: 

A.  RECORD  FEDERAL  REVENUE  TRANSACTIONS  ON  A 
STATE  FISCAL  YEAR  IN  ACCORDANCE  WITH  STATE 
ACCOUNTING   POLICY. 

B.  RECORD  SUBGRANTEE  REFUNDS  IN  THE  APPROPRIATE 
FISCAL   YEAR. 

EQUIPMENT   ACCOUNTABILITY 

The  department  had  not  fully  converted  to  the  use  of  a 
uniform  property  accountability  system  for  equipment  at  June  30, 
1982.  It  was  not  practical  for  us  to  determine  from  department 
records  which  fixed  assets  were  omitted  from  their  records.  As  a 
result,  we  were  unable  to  determine  whether  total  recorded  equip- 
ment of  $221,871   was   reasonable. 


The  department  partially  utilizes  the  state  Property  Account- 
ability Management  System  (PAMS)  to  account  for  equipment.  In 
addition,  most  divisions  within  the  department  also  maintain  their 
own    listing  of  equipment. 

Each  division  assigns  property  numbers  to  the  equipment  on 
its  listing.  The  equipment  tag  numbers  do  not  match  the  property 
number  on  PAMS  assigned  to  the  same  piece  of  equipment.  When 
the  department  began  implementation  of  PAMS,  the  division  tags 
were  not   removed   and   replaced   with   the   PAMS  tags. 

We  obtained  a  PAMS  Master  Register  listing  the  department 
equipment  at  June  30,  1982.  We  asked  department  personnel  to 
trace  PAMS  numbered  equipment  from  the  register  to  the  same 
equipment  within  the  divisions.  We  also  asked  for  documentation 
supporting  the  cost  of  the  equipment  as  reported  on  the  PAMS. 
The  following   problems  became  evident: 


1.  Equipment  was  found  in  the  divisions  that  could  not  be 
traced   to  equipment  on   the   PAMS   register. 

2.  Some  equipment  on  the  PAMS  register  could  not  be  found 
in  the  divisions. 

3.  Department  personnel  could  not  locate  invoices  or  cost 
estimates  supporting  the  equipment  costs  recorded  on  the 
PAMS. 


As  a  result  of  these  incomplete  and  inadequate  records  for 
equipment,  a  statement  of  general  fixed  assets,  required  by  gen- 
erally accepted  accounting  principles,  is  not  included  in  the  accom- 
panying  financial   statements. 

Department  personnel  indicated  that  as  of  March,  1983  they 
have    identified    all    property    belonging    to   the   department   and   have 


tagged    the    property    with    a    number    which    agrees    with    the    same 
equipment  number  on  the   PAMS. 

RECOiVIMENDATIQN   #2 

WE  RECOMMEND  THE  DEPARTMENT  COMPLETELY  IMPLEMENT 
THE  PROPERTY  ACCOUNTABILITY  MANAGEMENT  SYSTEM  IN 
ACCORDANCE     WITH     THE    MONTANA    OPERATIONS    MANUAL. 

CENTRAL    FUNCTION    REIMBURSEMENT 

The  department  operates  the  centralized  services  and  commis- 
sioner's office  programs  which  provide  central  service  functions  to 
other  programs  within  the  department.  These  functions  consist  of 
centralized  accounting  services,  word  processing,  leases,  and 
overall  administration.  Indirect  cost  plans  allocate  the  charges  for 
these  services  to  the  various  programs  benefited. 

The  centralized  services  and  commissioner's  office  programs 
incur  the  expenditures  initially.  The  other  programs  then  transfer 
the  cash  for  these  services  by  again  recording  an  expenditure. 
Centralized  services  and  the  commissioner's  office  record  revenue 
when  this  cash  is  received.  This  method  overstates  centralized 
services  and  commissioner's  office  program  expenditures  and  revenues 
by  $288,218  and  $289,919  in  fiscal  years  1980-81  and  1981-82, 
respectively,  for  amounts  transferred  from  benefiting  programs  of 
the  four  divisions  audited. 

Department  personnel  indicated  that  their  method  of  trans- 
ferring this  money  is  necessary  because  these  reimbursements  are 
the    centralized    services    and    commissioner's    office    programs    only 


source  of  funding.  Because  these  expenditures  are  incurred  by 
one  program  for  the  benefit  of  another  program,  the  expenditures 
should  be  reported  only  in  the  program  that  received  the  direct 
benefit  of  these  expenditures.  The  department  should  eliminate 
these  reimbursements  between  programs  by  recording  the  central 
expenditures  in  the  various  programs  benefited  by  the  services. 
The  department  should  consult  with  the  Department  of  Admin- 
istration for  the  proper  method  of  recording  this  central  service 
function  activity. 

RECOMMENDATION   #3 

WE    RECOMMEND   THE    DEPARTMENT   WORK   WITH    THE    DEPART- 
MENT    OF     ADMINISTRATION     FOR    THE     PROPER     RECORDING 
OF     CENTRAL     SERVICES     EXPENDITURES      IN     ACCORDANCE 
WITH      GENERALLY      ACCEPTED      ACCOUNTING      PRINCIPLES. 

ACCOUNT    BALANCE    REVIEW 

During  our  audit  of  the  department,  we  reviewed  account 
balances  at  June  30,  1982.  We  noted  improper  balances  because  of 
recording  errors.  The  following  is  a  summary  of  account  balances 
that  should  have  been  reviewed  and  corrected  in  the  department's 
accounting    records   by  fiscal    year-end: 


The  department  reported  balances  in  the  Cancelled 
Warrants  Clearing  Account  in  two  accounting  entities  at 
June  30,  1982.  Upon  obtaining  documentation  and  explan- 
ations from  accounting  personnel,  we  determined  the 
balances  were  in  error  in  both  entities.  The  balances  of 
$1,470.01  and  $32,500  in  each  entity  respectively,  should 
have  been  zero.  Two  other  accounts  were  misstated  as  a 
result  of  the  above  mentioned   errors. 


A  Deferred  Accounts  Receivable  balance  of  $766  existed 
at  June  30,  1982,  in  one  accounting  entity.  A  substan- 
tial amount  of  this  receivable  had  been  collected  in  July 
and  August  1981  but  the  receivable  was  not  removed 
from  the  accounting   records. 


Another  receivable  of  $3,111  was  recorded  in  the  Wage  Collec- 
tion Agency  account  at  June  30,  1982.  This  amount  had  been  in 
the  accounting  records  for  at  least  three  years.  Department 
personnel  determined  this  amount  was  a  bad  debt  which  had  been 
turned  over  to  the  Department  of  Revenue.  The  balance  was 
never  eliminated   because  of  bookkeeping/procedural   errors. 

RECOMMENDATION   #4 

WE  RECOMMEND  THE  DEPARTMENT  PERIODICALLY  REVIEW 
ACCOUNT  BALANCES  FOR  VALIDITY,  AGE,  AND  CONTENT 
AND   MAKE    NECESSARY   ADJUSTMENTS. 

STATE   COMPLIANCE 

We  reviewed  compliance  with  applicable  state  laws  affecting 
the  Department  of  Labor  and  Industry.  We  noted  that  the  depart- 
ment did  not  comply  with  the  following  state  laws  during  the  audit 
period. 

Apprenticeship   Report 

Section  39-6-101(2),  MCA,  requires  the  Department  of  Labor 
and  Industry  to  make  a  report  to  the  Legislature  through  the 
Governor  of  its  activities  and  findings.  The  department  has  not 
made  this   report  since  fiscal   year  1978-79. 
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RECOMMENDATION   #5 

WE  RECOMMEND  THE  DEPARTMENT  FURNISH  THE  APPRO- 
PRIATE REPORT  TO  THE  GOVERNOR  IN  ACCORDANCE  WITH 
STATE    LAW. 

Inter-entity   Loans 

Inter-entity    loans    are    provided    by    state    law    in    17-2-107(2), 

MCA,    which   states: 

"When  the  expenditure  of  an  appropriation  is  necessary 
and  the  cash  balance  in  the  account  from  which  the 
appropriation  was  made  is  insufficient,  the  Department  of 
Administration  may  authorize  a  transfer,  as  a  temporary 
loan  bearing  no  interest,  of  unrestricted  moneys  from 
other  accounts,  provided  that  there  |s  reasonable  evidence 
that  the  income  provided  for  the  remainder  of  the  fiscal 
year  would  be  sufficient  to  restore  amounts  so  transferred 
and  provided  the  loan  is  recorded  in  the  state  accounting 
records.  No  account  shall  be  so  impaired  that  all  proper 
demands  thereon   cannot  be  met." 

According   to   this    statute,    all    inter-entity    loans  must  be  repaid   by 
fiscal   year-end. 

The  department  reported  inter-entity  loans  of  $30,000  at 
June  30,  1982  necessary  to  cover  expenditures  of  grants  that  are 
on  a  cost  reimbursement  basis.  To  comply  with  state  law  these 
loans   should   have  been    repaid   by   fiscal   year-end. 

RECOMMENDATION   #6 

WE      RECOMMEND      THE      DEPARTMENT     MAKE      INTER-ENTITY 

LOANS    IN    ACCORDANCE   WITH    STATE    LAW. 
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FEDERAL   COMPLIANCE 

The  department  received  the  major  portion  of  its  funding  from 
federal  sources.  We  audited  the  federal  moneys  in  accordance  with 
the  requirements  in  the  U.S.  Office  of  Management  and  Budget 
(OMB)  "Circular  A-102,  Attachment  P."  This  circular  provides  for 
independent  audits  of  financial  operations,  including  compliance 
with  certain   federal   laws  and   regulations. 

We    reviewed    the    major   compliance   areas    in   the    U.S.    Depart- 
ment of    Labor   and    Veterans  Administration   (V.A.),    Comprehensive 
Employment  Training  Act  (CETA),    and   V.A.    Apprenticeship  Training 
programs,    respectively. 

These  areas  included  compliance  with  the  specific  grant  provi- 
sions regarding  reporting  requirements  and  cost  allowability.  We 
also  reviewed  the  department's  system  for  monitoring  subgrantee's 
compliance     with      participant     eligibility     and      audit     requirements. 

We  audited  CETA  for  the  period  October  1,  1981  through 
June  30,  1982.  Because  CETA  was  audited  on  a  statewide  basis  by 
other  auditors  prior  to  this  time,  we  did  not  duplicate  their  compli- 
ance testing. 

Nothing  came  to  our  attention  that  causes  us  to  believe  untested 
compliance    issues    are    not    in    accordance    with    applicable    laws    and 
regulations. 

We  noted  the  following  problems  in  our  review  of  federal 
compliance. 

Questioned   Cost 

The  department  directly  charged  federal  programs  $798  to  pay 
for   part  of  a  State  Auditor's  Office  non-general    fund   payroll 
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processing     fee.       This     same     fee    was    allocated    to    the    department 
through     the    Statewide    Cost    Allocation     Plan     (SWCAP)     and,     as    a 
result,    was   recovered   from  federal   programs   as   part  of  department's 
indirect  cost   rate. 

In  summary,  the  department  charged  the  federal  programs  for 
the  State  Auditor's  Office  fee  twice,  once  through  an  indirect  cost 
rate  and  again  by  directly  charging  the  fee  to  various  federal 
programs. 

This  issue  was  addressed  in  an  audit  of  the  Office  of  the 
State  Auditor  for  the  two  fiscal  years  ended  June  30,  1982.  We 
recommended  the  state  auditor  determine  actual  costs  to  process 
non-general  fund  payroll  and  develop  a  reasonable  allocation  method 
for  recovering  costs  from  agencies.  Payroll  service  costs  could 
then  be  charged  directly  to  federal  programs  and  eliminated  from 
SWCAP  allocations. 

RECOMMENDATION   #7 

WE  RECOMMEND  THE  DEPARTMENT  MAKE  A  COST  ADJUST- 
MENT OF  $798  TO  THE  APPROPRIATE  FEDERAL  PROGRAMS 
FOR    DUPLICATE    PAYROLL   COSTS. 

Other   Issues 

Our  tests  of  internal  controls  over  the  CETA  program  revealed 
the  following  problems: 


Fifteen  subgrantees'  CETA  cash  requisition  forms  and 
fifteen  subgrantees'  CETA  expenditure  reports  reviewed 
did  not  contain  documentation  to  indicate  department 
personnel  had  reviewed  the  accuracy  and  reasonableness 
of  the  request.  The  department  should  establish  a 
written   policy   to  document  this   review. 
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Three  of  thirteen  CETA  expenditure  reports  reviewed 
were  received  late  by  the  department.  The  department 
did  not  send  warning  letters  to  the  subgrantees  concern- 
ing the  late  reporting  of  expenditures  as  required  by 
department  policy. 


RECOMMENDATION  #8 

WE  RECOMMEND  THE  DEPARTMENT  CORRECT  THE  CETA 

PROGRAM  INTERNAL  CONTROL  WEAKNESSES  NOTED  ABOVE. 

INTERNAL  CONTROL 

We  have  examined  the  financial  statements  of  the  Department 
of  Labor  and  Industry,  Commissioner's  Office,  and  the  Employment 
and  Training,  Human  Rights,  Labor  Standards,  and  Personnel 
Appeals  Divisions,  for  the  two  fiscal  years  ended  June  30,  1982. 
We  issued  our  opinion  dated  January  7,  1983  on  these  statements. 
As  part  of  our  examination,  we  made  a  study  and  evaluation  of  the 
system  of  control  of  these  divisions.  Our  study  evaluated  the 
system  as  required  by  generally  accepted  governmental  auditing 
standards  for  financial  and  compliance  audits.  We  classified  the 
controls  in  the  following  categories: 

1.  revenue/receipts; 

2.  payroll; 

3.  expenditures/payables; 

4.  wage  trust;   and 

5.  plant,    property,   and  equipment. 

Our  study  included  the  control  categories  listed  above  except  that 
we  did  not  evaluate  the  accounting  controls  over  revenue/receipts. 
We    determined    the    audit    could    be    performed    more    efficiently    by 
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expanding  substantive  audit  tests  over  revenue/receipts.  Our 
review  of  plant,  property,  and  equipment  internal  controls  indicated 
material  control  weaknesses;  therefore,  we  chose  not  to  rely  on 
plant,  property,  and  equipment  controls.  Through  our  study,  we 
determined  the  nature,  timing,  and  extent  of  our  audit  procedures. 
We  did  not  evaluate  the  control  system  to  the  extent  necessary  to 
give  an  opinion  on  either  individual  segments  or  the  system  as  a 
whole. 

The  management  of  the  divisions  is  responsible  for  establish- 
ing and  maintaining  a  system  of  accounting  control.  In  fulfilling 
this  responsibility,  estimates  and  judgments  by  management  are 
required  to  assess  the  expected  benefits  and  related  costs  of 
control  procedures.  The  objectives  of  a  system  are  to  provide 
management  with  reasonable  assurance  that:  1)  assets  are  safe- 
guarded against  loss  from  unauthorized  use  or  disposition;  2)  trans- 
actions are  executed  in  accordance  with  management's  authori- 
zation; and  3)  transactions  are  recorded  properly  to  permit  the 
preparation  of  financial  statements  in  accordance  with  generally 
accepted  accounting  principles.  Inherent  limitations  in  any  system 
of  controls  may  cause  errors  or  irregularities  to  remain  undetected. 
The  current  system  evaluation  should  not  be  used  to  project  to 
future  periods  since  the  procedures  may  become  inadequate  or 
compliance  with   them  may  deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first  para- 
graph would  not  necessarily  disclose  all  material  weaknesses  in  the 
system.  Accordingly,  we  do  not  express  an  opinion  on  the  system 
of    controls    used    by    the   divisions.      However,    our   study   disclosed 
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conditions  that  could  result  in  financial  statement  errors  that  would 
be  difficult  to  detect.  These  conditions  relating  to  equipment  are 
discussed  on  pages  6  through   8. 

These  conditions  were  considered  in  determining  the  nature, 
timing,  and  extent  of  the  audit  tests  of  the  financial  statements 
and  this  report  does  not  affect  our  report  on  the  financial  state- 
ments. 

The  preceding  four  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  Legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  issuance  to  the 
Legislative  Audit  Committee,  is  a  matter  of  public  record. 
RECOMMENDATIONS   OF   PRIOR   AUDIT 

A  CPA  firm  under  contract  with  our  office  performed  an  audit 
of  the  department  for  the  fiscal  year  ended  June  30,  1980.  The 
report  contained  two  recommendations  which  are  still  applicable  to 
current  department  operations  under  audit.  The  department 
concurred  with  both  recommendations.  Of  these  recommendations, 
one  has  been  implemented  and  one  has  not  been  implemented. 
Discussion  of  the  plant,  property,  and  equipment  recommendation 
on  which  the  department  has  not  tai<en  adequate  corrective  action 
is  on   page  6. 
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PERFORMANCE  AUDITS 

STAFF  LEGAL  COUNSEL 
JOHN  W.  NORTHEY 


The   Legislative   Audit  Committee 
of  the  Montana  State   Legislature: 

We     have     examined     the     Combined     Balance    Sheet   -   All     Fund 
Types    of   the  Commissioner's  Office  and   the  following   four  divisions 
of    the     Department    of     Labor    and     Industry:      the    Employment    and 
Training    Division,    Human    Rights   Division,    Labor  Standards   Division, 
and     Personnel     Appeals     Division,     as     of     June  30,     1982    and    the 
related   Combined   Statement  of   Revenues,    Expenditures,    and   Changes 
in      Fund      Balances   -     Budget     and     Actual    -     General     and     Special 
Revenue    Fund    Types    for    the   fiscal   years  ended   June  30,    1981    and 
1982.        Except    as     set    forth     in     paragraphs    three    and     four,    our 
examination   was  made   in   accordance  with   generally  accepted   govern- 
mental   auditing    standards    and,    accordingly,    included   such   tests  of 
the    accounting    records    and    such    other    auditing    procedures    as    we 
considered   necessary   in    the  circumstances. 

Compliance  requirements  of  subgrantees  of  the  Comprehensive 
Employment  and  Training  Act  (CETA)  for  the  fiscal  years  ended 
September  30,  1980  and  1981  were  examined  by  other  auditors. 
Therefore,    we  did   not  duplicate  their  compliance  testing. 

The    divisions     have    not    maintained    adequate    records    for    all 
their  equipment.      Accordingly,    a   statement  of  general   fixed   assets, 
required   by   generally   accepted   accounting   principles,    is   not   included 
in   the  accompanying   financial   statements. 
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The  financial  statements  presented  are  only  for  the  divisions 
referred  to  above.  Accordingly,  the  accompanying  financial  state- 
ments are  not  intended  to  present  fairly  the  financial  position  of 
the  entire  Department  of  Labor  and  Industry  as  of  June  30,  1982 
or  the  results  of  its  operations  and  changes  in  its  fund  balances 
for  the  two  fiscal  years  then  ended,  in  conformity  with  generally 
accepted  accounting  principles. 

The  divisions  do  not  recognize  federal  grant  revenue  in 
accordance  with  generally  accepted  accounting  principles  on  a  state 
fiscal  year.  As  a  result  of  not  properly  reporting  its  financial 
activity  on  the  state  fiscal  year,  we  were  unable  to  determine  the 
total  misstatement  of  revenues,  expenditures,  assets,  and  liabilities 
in  the  Special  Revenue  Fund.  During  our  audit  we  found  misstate- 
ments of  at  least  the  following  amounts: 


FISCAL  YEAR 


Account 


Fund  Balance,   June   30,    1980 

Revenue 

Deferred  Revenue 

Fund  Balance,  June  30,  1981 

Fund  Balance,  June  30,  1982 


1980-81 


1981-82 


over  (under)  statement 

$1,582,200 

(688,586)      $(685,556) 
893,614  (208,058) 

893,614  893,614 

208,058 


The  divisions  improperly  recorded   transfers  of  moneys  between 
accounting    entities    for    reimbursement    of    central    service   activities 
performed    by   two   department   functions.      This   overstated    revenue 
and    expenditures    in    the    Special    Revenue    Fund    by    $288,218    and 
$289,919  in  fiscal   years   1980-81   and   1981-82,    respectively. 

In  our  opinion,    except  for  the  matters  discussed   in   paragraphs 
four   through    six,    the   financial    statements    referred    to   in    the  first 
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paragraph  present  fairly  the  financial  position  of  the  Department  of 
Labor  and  Industry,  Commissioner's  Office,  and  the  Employment 
and  Training,  Human  Rights,  Labor  Standards,  and  Personnel 
Appeals  Divisions,  as  of  June  30,  1982,  and  the  results  of  these 
divisions'  operations  and  changes  in  the  divisions'  fund  balances 
for  each  of  the  two  fiscal  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  which,  except  for  the 
change,  with  which  we  concur,  in  the  fund  structure  described  in 
Note  1,    have  been   applied  on  a  consistent  basis. 

Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The 
Schedules  of  Federal  Grant  and  Subgrant  Revenue/Receipts  and 
Disbursements  are  presented  for  purposes  of  additional  analysis 
and  disclosure  in  compliance  with  Guidelines  for  Financial  and 
Compliance  Audits  of  Federally  Assisted  Programs  and  are  not  a 
required  part  of  the  basic  financial  statements.  Such  information 
has  been  subjected  to  the  auditing  procedures  applied  in  the 
examination  of  the  basic  financial  statements  and,  in  our  opinion, 
except  for  the  matters  noted  in  paragraphs  four  through  six,  are 
fairly  stated  in  all  material  respects  in  relation  to  the  financial 
statements  taken  as  a  whole. 

Respectfully  submitted. 


James   H.    Gillett,    CPA 
Deputy   Legislative  Auditor 


January  7,    1983 
Approved   by: 

Robert  R.    Rinawood 
Legislative  Auaitor 
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DEPARTMENT  OF  LABOR  AND  INDUSTRY 

COMBINED  BALANCE  SHEET 

ALL  FUND  TYPES 

JUNE  30.  1982 


ASSETS 
Cash  in  Treasury 
Revolving  Cash  Fund 
Accounts  Receivable 

Accounts  Receivable  -  Dishonored  Checks 
Inter-Entity  Loans  Receivable 
Expense  Advances  to  Employees 
Other  Prepayments 

Appropriation  Authority  Available 
to  Pay  Current  Liabilities 
Total  Assets 


GOVERNMENTAL 

FIDUCIARY 

FUND 

TYPES 

FUND  TYPE 

Special 

General 

Revenue 

Agency 

$554,868 

$24,411 

750 

$  9,719 

32,010 

1,257 

30,000 

960 

4,485 

1,023 

504 

57,044 

$619,908 

$71,752 

$25,371 

LIABILITIES  AND  FUND  BALANCE 
Accounts  Payable 
Inter-Entity  Loans  Payable 
Accrued  Expenditures 

Accountability  for  Property  Held  in  Trust 
Payable  to  the  General  Fund 
Total  Liabilities 

Fund  Balance  (includes  reserve  accounts) 

Total  Liabilities  and  Fund  Balance 


$57,044 


14,708 
71,752 

-0- 


$71,752 


$361,904 

30,000 

1,123 


393, 

,027 

226, 

,881 

$619, 

,908 

$25,371 
25.371 
-0- 
$25,371 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement, 
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REVENUES : 
Licenses  &  Permits 
Service  Fees 
Sale  of  Documents,  Merchandis 

&  Property 
Miscellaneous  ] 

Federal  Assistance  ' 

Reimbursements 
Federal  Indirect  Costs 
Total  Revenues 


EXPENDITURES: 
Commissioner  of  Labor  &  Indus 
Centralized  Services 
Labor  Standards  Division 
Personnel  Appeals  Division 
Employment  and  Training  Divij 
Human  Rights 
CETA  Subgrants 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVI 
(UNDER)  CURRENT  EXPENDITURES 

Prior  Year  Items 

OTHER  FINANCING  SOURCES  (USES; 
Support  From  (To)  General  Fur 
Closing  of  Cash  in  Accounting 

EXCESS  OF  REVENUES  OVER  (UNDEI 
EXPENDITURES  AND  OTHER  SOURCEJ 

FUND  BALANCE,  JULY   1,  1981 

FUND  BALANCE,  JUNE  30,  1982 


The  notes  to  the  financial  st; 


department  of  labor  and  industry 

combined'statement  of  revenues,  expenditures,  and 

changes  in  fund  balances  -  budget  and  actual 

general  and  special  revenue  fund  types 

f0r~the  fiscal  year  ended  june  30,  1982 


GENERAL  FUND 


SPECIAL  REVENUE  FUND 


REVENUES: 
Licenses  &  Permits 
Service  Fees 
Sale  of  Documents,  Merchandise, 

&  Property 
Miscellaneous 
Federal  Assistance 
Reimbursements 
Federal  Indirect  Costs 
Total  Revenues 


Budget 


Variance- 
Favorable 
Actual      (Unfavorable) 


$    1,621 

1,316 

8,658 
11,595 


$  1,621 

1,316 

8,658 
11,595 


Budget 

$     3,685 

1 

12,260 

28,402,373 

478,397 

28,896,716 


Actual 


3,365 


76 

6,109 

11,349,953 

438,284 

11,797,787 


Variance- 
Favorable 
(Unfavorable) 


(320) 


75 
(6,151) 
(17,052,420) 
(40,113) 

(17,098,929) 


EXPENDITURES; 
Commissioner  of  Labor  St  Industry 
Centralized  Services 
Labor  Standards  Division 
Personnel  Appeals  Division 
Employment  and  Training  Division 
Human  Rights 
CETA  Subgrants 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

Prior  Year  Items 

OTHER  FINANCING  SOURCES  (USES): 
Support  From  (To)  General  Fund 
Closing  of  Cash  in  Accounting  Entity 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 

FUND  BALANCE,  JULY   1,  1981 

FUND  BALANCE,  JUNE  30,  1982 


390 

884 

367 

303 

23 

,581 

339 

397 

339 

309 

88 

131 

,643 

129 

953 

1 

,690 

861 

,924 

836 

,565 

25 

,359 

(861 

,924) 

(824 

,970) 

36 

,954 

(3 

,310) 
,234 

(3 
828 

,310) 
,280 

- 

0- 

865 

(36 

,954 

0- 

0- 

0- 

. 

0- 

. 

0- 

_ 

0- 

$   - 

0- 

$    - 

0- 

$  - 

0- 

162,226 

144,144 

18,082 

306,873 

281,146 

25,727 

134,754 

72,707 

62,047 

8,000 

4,738 

3,262 

1,276,514 

1,089,357 

187,157 

83,725 

78,449 

5,276 

18,224,118 

11,340,950 

6 

883,168 

20,196,210 

13,011,491 

7 

184,719 

8,700,506 

(1,213,704) 

(9 

,914,210) 

504,116 

504,116 

-0- 

(66) 


9,204,556 

936,535 

$10,141,091 


(66) 


(709,654) 
936,535 
$   226,881 


(9.914,210) 


$  (9,914,210) 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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REVENUES : 
Licenses  &  Permits 
Service  Fees 
Sale  of  Documents,  Merchandise 

&  Property 
Miscellaneous 
Federal  Assistance 
Reimbursements 
Federal  Indirect  Costs 
Total  Revenues 

EXPEhfDITURES: 
Commissioner  of  Labor  &  Indus 
Centralized  Services 
Labor  Standards  Division 
Personnel  Appeals  Division 
Employment  and  Training  Divis 
Human  Rights 
CETA  Subgrants 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVE 
(UNDER)  CURRENT  EXPENDITURES 

Prior  Year 

OTHER  FINANCING  SOURCES  (USES) 
Support  From  (To)  General  Fu 

EXCESS  OF  REVENUES  OVER  (UNDER 
EXPENDITURES  AND  OTHER  SOURCES 

FUND  BALANCE,  JULY   1,  1980 

FUND  BALANCE,  JUNE  30,  1981 


The  notes  to  the  financial  st£ 


DEPARTMENT  OF  LABOR  AND  INDUSTRY 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCES  -  BUDGET  AND  ACTUAL 

GENERAL  AND  SPECIAL  REVENUE  FUND  TYPES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


REVENUES: 
Licenses  &  Permits 
Service  Fees 
Sale  of  Documents,  Merchandise, 

&  Property 
Miscellaneous 
Federal  Assistance 
Reimbursements 
Federal  Indirect  Costs 
Total  Revenues 

EXPENDITURES: 
Commissioner  of  Labor  &  Industry 
Centralized  Services 
Labor  Standards  Division 
Personnel  Appeals  Division 
Employment  and  Training  Division 
Human  Rights 
CETA  Subgrants 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

Prior  Year 

OTHER  FINANCING  SOURCES  (USES): 
Support  From  (To)  General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 

FUND  BALANCE,  JULY   1,  1980 

FUND  BALANCE,  JUNE  30,  1981 


Budget 


$ lO; 


GENERAL 

FUND 

SPECIAL  REVENUE  I 

UND 

Actual 

Variance- 
Favorable 
(Unfavorable) 

Budget 

Actual 

Variance- 
Favorable 
(Unfavorable) 

$    1,709 

$   1,709 

$      3,500 

$     3,315 

$      (185) 

500 

8,000 

20,268,353 

389,630 

547 

3,740 

19,042,953 

388,322 

47 
(4,260) 
(1,225,400) 
(1,308) 

12,211 
13,920 


12,211 
13,920 


370,111 

366,079 

4,032 

282,381 

280,141 

2,240 

110,865 

110,585 

280 

763,357 

756,805 

6,552 

(763,357) 

(742,885) 

20,472 

(5,024) 

(5,024) 
747,909 

-0- 

768,381 

(20,472 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

$    -0- 

$   -0- 

$   -0- 

20,669,983 


92,450 

300,343 

114,206 

8,000 

1,505,544 

73,866 

34,860,196 

36,954,605 


(16,284,622) 
188,666 


(16,095,956) 

1,521,496 


19,438,877 


92,397 

295,289 

69,250 

4,506 

1,155,169 

66,847 

18,529,046 

20,212,504 


$(14,574,460) 


(773,627) 
188,666 


(584,961) 
1,521,496 
$   936,535 


(1,231,106) 


53 

5,054 

44,956 

3,494 

350,375 

7,019 

16,331,150 

16,742,101 


15,510,995 


-0- 


15,510,995 
-0- 


$15,510,995 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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DEPARTMENT  OF  LABOR  AND  INDUSTRY 

Commissioner's  Office 

Employment  and   Training   Division 

Human    Rights   Division 

Labor  Standards   Division 

Personnel   Appeals   Division 

NOTES   TO   THE    FINANCIAL   STATEMENTS 

TWO    FISCAL   YEARS    ENDED   JUNE   30,    1982 


1.      SUMMARY   OF    ACCOUNTING   POLICIES 

A  summary  of  the  agency's  significant  accounting  policies 
consistently  applied  in  the  preparation  of  the  preceding  financial 
statements  follows.  The  preceding  financial  statements  have  been 
prepared  from  the  reports  generated  by  the  Statewide  Budgeting 
and   Accounting  System   (SBAS)   with   adjustments. 

a)        MODIFIED   ACCRUAL    BASIS 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Modified  accrual  is  defined  as  "that  method  of  account- 
ing in  which  expenditures  are  recorded  on  the  basis  of  valid 
obligations  and  revenues  are  recorded  when  received  in  cash 
unless  susceptible  to  accrual.  Revenues  are  susceptible  to  accrual 
if  they  are  measurable  and  available  to  finance  expenditures  of  the 
fiscal     period    or    are    not    received    at    the    normal    time    of    receipt. 

With  the  following  exceptions  to  the  modified  accrual  basis  of 
accounting,  a  valid  obligation  exists  when  the  associated  liability  is 
incurred : 


-The  liability  amount  associated  with  unused  accumulated 
vacation  and  sick  leave  at  June  30,  1982,  is  maintained  on  an 
hourly  basis  rather  than  by  dollar  amount.  The  monetary 
liability  is  not  calculated  until  an  employee  terminates.  Upon 
termination,  qualifying  employees  are  paid  at  their  current 
pay  rate  for  100  percent  of  accumulated  vacation  and  25  per- 
cent of  unused   sick   leave. 
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-If  the  appropriation  provided  funds  to  complete  a  given  pro- 
ject, the  entire  amount  of  a  service  contract  may  be  accrued 
even  though  the  services  are  rendered  in  fiscal  years  subse- 
quent  to   the   fiscal    year    in  which  the  expenditure  is  accrued. 

-The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in   which   budgeted. 

-Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year    in    which    the    anticipated    expenditure    is   to   be   accrued. 


b)        FUND   ACCOUNTING 

On  July  1,  1979,  the  state  of  Montana  accounts  were  organized 
by  a  fund  structure  as  outlined  in  section  17-2-102,  MCA,  (, tempo- 
rary). For  financial  presentation,  these  funds  have  been  reclassified 
according  to  the  Governmental  Accounting  and  Financial  Reporting 
Principles  Statement  1  issued  by  the  National  Council  on  Govern- 
mental  Accounting. 

Description     of    common     characteristics    of    the    funds    in    the 
various  fund  types  are  as  follows: 

GOVERNMENTAL    FUND   TYPES 

General   Fund 

The  General  Fund  is  used  to  account  for  financial  transactions 
not  properly  accounted  for  in  another  fund.  The  General 
Fund  has  three  distinct  programs:  Labor  Standards,  Person- 
nel  Appeals,    and   Human   Rights. 

Special    Revenue   Fund 

The  Special  Revenue  Fund  accounts  for  the  proceeds  of  spe- 
cific revenue  sources  that  are  legally  restricted  to  expendi- 
tures for  specified  purposes.  Special  Revenue  Funds  include 
the  Earmarked  Revenue  Fund  and  the  Federal  and  Private 
Revenue   Fund   and  the  department's    Revolving    Fund. 
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FIDUCIARY    FUND   TYPE 

Agency  and   Trust   Fund 

The  Agency  and  Trust  Fund  accounts  for  assets  held  by  a 
government  unit  in  a  trustee  capacity  or  as  an  agent  for 
individuals,  private  organizations,  other  governmental  units 
and/or  other  funds.  The  Labor  Standards  "Wage  Trust" 
account  is  shown  here,  as  well  as  unclaimed  wages  of  former 
CETA   participants. 

c)  BUDGET    INFORMATION 

The  annual  appropriation  process  for  planning  and  controlling 
financial  operations  is  set  for  each  fiscal  year  of  the  biennium  by 
the  Legislature.  At  each  fiscal  year-end,  the  General  Fund  and 
Special  Revenue  Fund  appropriations  revert  to  the  fund  of  original 
appropriation.  The  reverted  amount  may  be  spent  in  the  subse- 
quent year  for  valid   prior  year  obligations. 

Budget  amendments  may  be  obtained  to  spend  certain  funds 
that  were  not  available  for  consideration  by  the  Legislature.  They 
are  subject  to  approval  of  the  Governor. 

Appropriations    were    established    within    the    following    areas: 

1.  Labor  Administration; 

2.  Labor  Standards; 

3.  Personnel    Appeals; 

4.  Employment  and   Training; 

5.  Human   Rights;   and 

6.  Audit. 

d)  VACATION    AND   SICK    PAY 

The  value  of  unused  vacation  and  unused  sick  leave  accumu- 
lated by  employees  is  not  recorded  as  a  liability.  Unused  accumu- 
lated vacation  is  redeemed  in  cash  upon  termination  of  employment. 
Upon   termination,    unused    sick    leave   earned    since   July  1,    1971,    is 
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purchased  from  the  employee  at  25  percent  value.  The  amount  of 
accumulated     leave     at     June  30,     1982,     was    not    readily    available. 

2.  ALLOWANCE    FOR    UNCOLLECTIBLE   ACCOUNTS 
Uncollectible   wage   trust   accounts    are  not  recognized  until   the 

accounts  are  written  off  or  cancelled.  The  accounts  are  written 
off  as  uncollectible  when  they  are  given  to  the  Department  of 
Revenue.  Therefore  there  is  no  Allowance  for  Uncollectible  Wage 
Trust  Accounts  presented  on  the  financial   statements. 

3.  GENERAL    FIXED   ASSETS   AND   DEPRECIATION 

General  fixed  assets  purchased  are  recorded  as  expenditures 
in  the  various  funds  at  the  time  of  purchase.  Depreciation  is  not 
provided  on  general  fixed  assets.  The  department  is  purchasing 
an  IBM  System  6  word  processor  on  an  installment  payment  contract. 
The  assets  acquired  under  this  contract  and  the  related  liability 
have  not  been   recorded. 

4.  RETIREMENT    PLAN 

The  state  of  Montana  employees  at  the  Department  of  Labor 
and  Industry  participate  in  the  Public  Employees'  Retirement  System. 
Under  the  plan,  the  Department  of  Labor  and  Industry  contributed 
6.2  and  6.32  percent  of  an  employee's  gross  wages,  respectively, 
in  fiscal  years  1980-81  and  1981-82.  The  employees  contributed 
6  percent  of  their  gross  wages  to  PERS.  The  department  contri- 
buted $78,100  and  $76,460,  respectively,  in  fiscal  years  1980-81 
and  1981-82.  The  Public  Employees'  Retirement  System  was  actuari- 
ally sound  at  June  30,  1982,  as  determined  by  an  independent 
actuary.  The  unfunded  past  service  costs  and  the  actuarially 
computed    value    of    vested    benefits    are    not    readily    available    for 
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members    of    the    plan    employed    by    the    Department    of    Labor    and 
Industry. 

5.  INSURANCE 

The  department  is   insured  by  the  State  of  Montana's   Insurance 
Plan  administered   by  the  Department  of  Administration. 

6.  INTRA-AGENCY    LOANS    RECEIVABLE/PAYABLE 

The  intra-agency  loans  receivable  and  payable  represent 
short-term  loans  to  and  from  various  entities  to  alleviate  temporary 
cash  deficiencies.  The  intra-agency  loans  receivable  and  payable 
were  as  follows: 


LOANS  RECEIVABLE 


LOANS  RECEIVABLE 


Fiscal  Year 
1981 


Special  Revenue  Fund 
Private  Employment  Agency  Account  $11 ,000 

$11,000 


LOANS  PAYABLE 

Special  Revenue  Fund 

Federal  and  Private  Revenue  Account  $10,000 

Board  of  Personnel  Appeals  Revolving  Account  1 ,000 

$11,000 


Fiscal  Year 
1982 


Special  Revenue  Fund 

Labor  and  Industry  Grants  Accounts  $15,000 

Commissioner's  Account  15 ,000 

$30,000 

LOANS  PAYABLE 

Special  Revenue  Fund 

Federal  and  Private  Revenue  Account  $15,000 

Centralized  Service  Account  15 ,000 

$30,000 
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7.      LEASE   COMMITMENTS 

The    department    is     liable    for    the    following    office    space    and 
equipment: 


Minimum      Lease 

Payments 

To   End 


Monthly  Yearly  of   Lease 

1 .  Boston   Block 

(Human    Rights   Division) 

lease  expired  June  30, 

1982,    renewed  monthly 

until   moved   into  state 

owned  facilities  on 

September  1,    1982.  $     440  $         880 

2.  Power  Block 
(SOICC   Bureau)   lease 
expired  June  30,    1982, 
renewed  monthly  until 
moved   into  state  owned 
facilities  on   November 

11,    1982.  $     191  $  764 

3.  Aspen   Court 

(Labor  Standards,    Per- 
sonnel  Appeals  and 
Employment  and   Train- 
ing  Divisions)  four  year 
lease,   expiring  on  June 

30,    1985.  $6,362  $76,344  $229,032 

NOTE:      Lease  broken 
and   premises  were 
vacated   August  31, 
1982.      Litigation  over 
damages  to  the   Lessor 
is  pending. 

4.  System  6 

Word   Processor  consist- 
ing of  three  components: 

#1    -    lease  expires     8/82  $     624  $     1,248 

#2  -   lease  expires   12/82  $     252  $     1,512 

#3   -   lease  expires     8/83  $       20  $         280 
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FEDERAL  AG 


Veterans  Administration 

Equal  Employment  Opportunity  Cc 

Department  of  Labor  (SNAPS  Cont 
National  Occupational  Informat: 

Department  of  Labor  (DOL  Handbi 

Department  of  Labor  (CETA  fund; 
State  Occupational  Informatioi 

TOTAL 


The  revenue  column  amounts  inc 
received  during  fiscal  year  19 


DEPARTMENT  OF  LABOR  AND  INDUSTRY 

SCHEDULE  OF  FEDERAL  GRANT  REVENUE/RECEIPTS  AND  EXPENDITURES 

(EXCLUDES  EMPLOYMENT  AND  TRAINING  DIVISION  GRANTS) 

FISCAL  YEARS  ENDING  JUNE  30,  1981  AND  1982 


FEDERAL  AGENCY 


Veterans  Administration 


Equal  Employment  Opportunity  Commission 


Department  of  Labor  (SNAPS  Contract) 


National  Occupational  Information  Coordinating  Committee 


Department  of  Labor  (DOL  Handbook) 

Department  of  Labor  (CETA  funds  provided  to  the 

State  Occupational  Information  Coordinating  Committee) 

TOTAL 


GRANT  NUMBER  REVENUE  RECEIPTS 

Fiscal   Year  Fiscal   Year 

1981  1982 

V101(223B)P2034  $  18,178 

V101(223B)P2134  22,572 

V101(223B)P2234  $  26,495 

0/5010/0044  6,085 

1/5010/0227  66,956  13,395 

2/5010/0015  35,226 

99/0/565/08/117  2,900 

99/1/565/08/73  4,000 

99/8/1416/17/6  31,594 

99/2/1416/17/16  39,879  47,229 

99/1/1416/17/27  187,331 

No  contract  number  5,500  14,000 


1822,  2925  10,000         12,600 


$203,664       $340,276 


EXPENDITURES 

Fiscal   Year 
1981 

Fiscal   Year 
1982 

$  (2,276) 
61,927 

$ 

(1) 
1 
52,291 

23,995 
42,852 

19,855 
58,594 

2,228 


4,825 
78,772 


5,066 


10,000 


1,159 


37,583 
172,980 

6,000 


12,583 


$227,389        $361,045 


The  revenue  column  amounts  include  revenue  accruals  recorded  by  the  department.   The  receipts  column  reports  the  grant  award  amounts  that  were 
received  during  fiscal  year  1981-82. 
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I 


U.S.  DEPARTMENT  OF  LABOR 


DENVER  REGIONAL  OFFICE 


30-1-210-10 

30-1-210-21 

30-1-210-48 

30-1-210-38 

30-1-210-32 

30-1-210-60 

30-1-240-60(210) 

30-1-210-27 

30-1-210-05 

30-1-210-18 


30-1-210-46 
30-1-210-06 
30-8-210-47 
30-8-210-45 
Subtotal 


Title  II  ABC 
Title  II  D 
Title  IV  YET! 
Title  IV  YCC: 
Title  IV  SYE! 
Title  VI 
Title  VI  Spei 
Title  VII  I 
Administrati" 
Special  Gran 

-  Vo-Ed  6% 

-  Services  ' 

-  Linkage  1' 
GYETP 

Administrati 
Title  III  ST 
Title  III  ST 


OFFICE  OF  NATIONAL  PROGRAMS 


90-0-225-11-7 
99-0-330-31-33 
Total 


Title  V 
Title  III  Mi 


Th^se  grant  amounts  repres 
June  30,  the  state  fiscal  y 


The  time  period  of  this 
department's  financial  stat 


DEPARTMENT  OF  LABOR  Alrt)  INDUSTRY 

EMPLOYMENT  AND  TRAINING  DIVISION 

SCHEDULE  OF  FEDERAL  GRANT  RECEIPTS  AND  EXPENDITURES 

FEDERAL  FISCAL  YEARS  ENDING  SEPTEMBER  31,  1980  AND  1981 

AND  OCTOBER  1,  1981  THROUGH  JUNE  30,  1982 


Receipts 
FFY  1980 


Total  Accrued  Total  Accrued 

Expenditures                  Expenditures  Receipts 

of  Subgrantees  Receipts    of  Subgrantees  10/1/81 

FFY  1980  FFY  1981       FFY  1981  thru  6/30/82 


Total  Accrued 
Expenditures 
of  Subgrantees 
10/1/81  -  6/30/82 


U.S.  DEPARTMENT  OF  LABOR 


DENVER  REGIONAL  OFFICE 


30-1-210-10 

Title  II  ABC 

$  3 

,846,750 

$3,846,750 

$  4,889,780 

$4,889,780 

$  3 

,475,112 

$  3,379,964 

30-1-210-21 

Title  II  D 

4 

,707,948 

4,707,948 

2,578,529 

2,578,529 

30-1-210-48 

Title  IV  YETP 

1 

,295,875 

1,295,875 

1,107,204 

1,107,204 

830,536 

812,150 

30-1-210-38 

Title  IV  YCCIP 

401,181 

401,181 

473,601 

473,601 

30-1-210-32 

Title  IV  SYEP 

1 

,815,880 

1,815,880 

2,026,632 

2,026,632 

1 

,270,000 

303,352 

30-1-210-60 

Title  VI 

3 

,623,457 

3,623,457 

1,210,854 

1,210,854 

30-1-240-60(210) 

Title  VI  Specie 

.1 

206,026 

206,026 

551,278 

551,278 

39-1-210-27 

Title  VII 

207,355 

207,355 

i;020,069 

1,020,069 

807,224 

619,208 

30-1-210-05 

Administrative 

Cost 

Pool 

2 

,952,572 

2,952,572 

2,724,387 

2,724,387 

1 

,171,105 

1,189,127 

30-1-210-18 

Special  Grant  to  Governors 

-  Vo-Ed  6% 

344,670 

344,670 

448,699 

448,699 

252,744 

228,122 

-   Services  4% 

133,676 

133,676 

121,069 

121,069 

42,965 

24,479 

-  Linkage  1% 

192,052 

192,052 

156,590 

156,590 

47,493 

39,627 

30-1-210-46 

GYETP 

100,912 

100,912 

102,127 

102,127 

32,590 

27,469 

30-1-210-06 

Administrative 

Cost 

Pool 

416,311 

416,311 

403,137 

403,137 

179,042 

220,595 

30-8-210-47 

Title  III  STIP 

I 

83,142 

83,142 

30-8-210-45 

Title  III  STIP 

II 

20 

7,283 
,335,090 

7,283 
20,335,090 

Subtotal 

17,813,956 

17,813,956 

_8^ 

,108,811 

6,844,093 

OFFICE  OF  NATIONAL  PROGRAMS  WASHINGTON,  D.C.^ 


?9-0-225-ll-7 
99-0-330-31-33 
Total 


Title  V 

Title  III  Migrant  303 


216,668 


$20,551,758 


216,668 


270,064 
367,022 


$20,551,758    $18,451,042 


270,064 
143,716 


$18,227,736 


335,967 

20,851 

$8,465,629 


306,016 

33,097 

$7,183,206 


Thfse  grant  amounts  represent  activity  recorded  for  the  period  July  1  through 
June  30,  the  state  fiscal  year. 

The  time  period  of  this  grant  schedule  does  not  allow  comparison  to  the 
department's  financial  statements  which  are  reported  on  the  state's  fiscal  year. 
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AGENCY    REPLY 


DEPARTMENT  OF  LABOR  AND  INDUSTRY 

COMMISSIONER'S  OFFICE 


TED  SCHWINDEN,  GOVERNOR 


STATE  CAPITOL 


STATE  OF  MONTANA 


(406)  449  3661 


HELENA.  MONTANA  59620 


June  6,   1983 


RFr.FJVED 

oLi;^    6  1983 

MONTANA  LbGISWTIVE  AUDITOR 


Kathleen  McBride,  Chairperson 
Legislative  Audit  Committee 
Montana  State  Legislature 
Office  of  Legislative  Auditor 
State  Capitol 
Helena,  MI  59620 

Dear  Ms.  McBride: 

We  have  reviewed  the  audit  report  for  the  Commissioner's  Office,  Employment 
and  Training  Division,  Human  Rights  Division,  Labor  Standards  Division,  and 
Personnel  Appeals  Division  from  July  1,  1980  through  June  30,  1982.   Following 
is  the  response  of  the  Department  of  Labor  and  Industry  to  the  recommendations 
contained  in  the  report: 

Recommendation  #1 

We  recommend  the  department: 

A.  Record  federal  revenue  transactions  on  a  state  fiscal  year  in  accordance 
with  state  accounting  policy. 

B.  Record  subgrantee  refunds  in  the  appropriate  fiscal  year. 

Concur 

It  is  important  to  note  that  this  recommendation  would  require  the  department 
to  incur  additional  accounting  and  administrative  costs  so  the  state  could 
have  clean  financial  statements. 

A.  The  department  was  unaware  that  the  state  intended  to  combine  all  agen- 
cies' records  into  one  set  of  state  financial  statements  effective 

July  1,  1983.   Therefore,  all  federal  accounting  records  will  have  to  be 
closed  out  twice  creating  additional  work  for  fiscal  staff.  The  employ- 
ment and  training  program  replacing  CETA  will  be  operating  on  a  program 
year  of  July  1  -  June  30  beginning  in  1984.   This  should  help  resolve 
the  duplication  of  closing  out. 

B.  The  department  will  make  every  effort  to  identify  program  refunds  to  the 
proper  fiscal  year,  but  there  may  be  occasions  when  a  refund  cannot  be 
identified  to  a  particular  fiscal  year. 
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"AN  EQUAL  OPROHTUNITY  EUPLOyElf 


Recommendation  #2 

We  recommend  the  department  completely  implement  the  property  accountability 
management  system  in  accordance  with  the  Montana  Operations  Manual. 

Concur 

All  property  has  been  placed  on  PAMS. 

Recommendation  #3 

We  recommend  the  department  work  with  the  Department  of  Administration  for  the 
proper  recording  of  central  services  expenditures  in  accordance  with  generally 
accepted  accounting  principles. 

Concur 

The  approved  indirect  cost  plans  in  place  during  the  period  of  the  audit  were 
prepared  in  accordance  with  Office  of  Management  and  Budget  (0MB)  Circular 
A-87.  The  method  of  application  was  consistent  with  budgets  approved  by  the 
1981  and  1983  legislatures.  The  department  will,  however,  consult  with  the 
Department  of  Administration  about  the  establishment  of  acceptable  procedures 
for  the  recording  of  central  services  revenue  and  expenditures. 

Recommendation  #4 

We  recommend  the  department  periodically  review  account  balances  for  validity, 
age,  and  content  and  make  necessary  adjustments. 

Concur 

1.  Cancelled  Warrants  Clearing  Account 

$  1,470.01  Adjusted  with  Journal  Voucher  #45  12-13-82. 
$32,500.00  The  Accounting  Division,  Department  of  Administration  has 
made  the  necessary  adjustment. 

2.  Deferred  Accounts  Receivable 

$766.00  Adjusted  with  Journal  Voucher  #47  12-16-82. 

3.  Bad  Debt 

$3,111.00  Adjusted  with  Journal  Voucher  #59  1-31-83. 

The  department  will  make  every  effort  to  review  all  account  balances  monthly 
and  prepare  any  necessary  adjustments  at  fiscal  year  end. 

Recommendation  #5 

We  recommend  the  department  furnish  the  appropriate  report  to  the  Governor  in 
accordance  with  state  law. 
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Concur 

The  department  will  prepare  the  apprenticeship  activities  and  findings  report 
as  required  by  state  statute. 

Recommendation  #6 

We  recommend  the  department  make  inter-entity  loans  in  accordance  with  state 
law. 

Concur 

The  inter-entity  loans  are  necessary  in  order  to  operate  legislative  approved 
federal  programs,  which  are  funded  on  the  cost  reimbursement  basis.  The  loans 
in  question  have  been  repaid,  and  future  loans  will  be  repaid  at  June  30  in 
accordance  with  state  law.   The  repayment  will  result  in  a  negative  balance, 
therefore  a  new  inter-entity  will  be  established  on  July  1. 

Recommendation  #7 

We  recommend  the  department  make  a  cost  adjustment  of  $798.00  to  the  appro- 
priate federal  programs  for  duplicate  payroll  costs. 

Concur 

The  department  intends  to  work  with  the  Office  of  the  State  Auditor  to  recover 
$798.00  of  indirect  cost  overcharged  by  the  auditors  office  and  ensure  that 
the  funds  are  returned  to  the  appropriate  federal  grant. 

Recommendation  #8 

We  recommend  the  department  correct  the  CETA  program  internal  control  weak- 
nesses noted  above. 

Concur 

1.  CETA  Cash  Requisitions/Expenditure  Reports 

The  individual  reviewing  either  report  will  be  required  to  initial  and 
date  upon  completion.  The  practice  of  reviewing  reports  for  accuracy 
and  reasonableness  has  been  in  place  and  has  been  part  of  the  written 
procedures.   The  documentation  process  will  be  added  to  the  written 
procedures  and  implemented  immediately. 

2.  CETA  Warning  Letters 

The  department  apparently  overlooked  the  issuance  of  the  three  warning 
letters  for  late  reporting,  but  has  every  intention  of  enforcing  the 
terms  of  the  CETA  subgrant  agreements. 
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Should  you  have  any  questions  regarding  this  response,  please  feel  free  to 
call . 


CSl:X/sn 


Sincerely, 


ta^/i 


/ 
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DAVID  L.  HUNTER 
Commissioner 
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